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The general reaction in Asia to China's Q2 GDP release (+7.6% v/y: see below) was positive as
it allayed fears of an even sharper slowdown. The reaction of equity markets, however, was
rather muted. with many indices fiat on the day (Shanghai O.0%: Hang Seng: +O.4%; Taiwan: -
04%) though Korea rose by +15%.

China's Q2 GDP growth slows in line with expectations

China's GDP growth slowed to 7.6%y/y in Q2, down from 81% in Q1, broadly in line with
expectations (consensus: 7.7%; BBVA: 7.4%) (see today’s China Flash for further aetails).
Underlying the outturn was a decline in the contribution of consumption and a pickup in
investment, consistent with government efforts to step up the pace of infrastructure
spending as private activity slows. June activity indicators, also released today, paint a similar
picture with signs that the slowdown may be stabilizing. We expect GDP growth to accelerate
in the second half of the year as the government steps up its stimulus measures.

Singapore's Q2 GDP growth and retail sales disappoint

Singapore’'s GDP grew by 1.9% vy/y in the second quarter (consensus: 2.4% y/y), coming in
below expectations due to a sluggish manufacturing sector (3.0% y/y). Singapore's growth
will likely remain under pressure in the coming months, especially after fresh evidence that
weak exports are now spilling over into domestic demand, with May retail sales (0.5% vy,
consensus: 2.6% y/y) also falling short of expectations today. Looking further ahead, sluggish
growth may prompt the Monetary Authority of Singapore to loosen monetary policy at its
semi-annual meeting in October (at its most recent meeting in April, Singapore surprised the
markets by tightening monetary policy).

Briefly noted:

e On the tail of yesterday's unexpected rate cut, the Bank of Korea lowered its
2012 GDP growth forecast to 3% today (BBVA: 2.9%), down from its April forecast of
35%, citing subdued global growth. The central bank also revised its forecast for
inflation downwards from 3.2% down to 2.7% (BBVA: 2.8%).

o After a week full of important economic releases in Asia, next week's data
calendar will on the light side. India’s June’s wholesale price inflation data and
China’s June property prices will be reported on Monday. China will also release FDI
data during the week, while Singapore's exports will be published on Tuesday and
Taiwan reports June export orders on Friday.
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Indicator of the Week

Taiwan: Export Orders (June, July 20th)
Forecast: -2.9% y/y Consensus: n/a Prior: -3.0% y/y

As an important leading indicator for the Asia region’s export demand,
Taiwan's export orders for June will be watched for further signs of a
slowdown. Taiwan’'s semi-conductor and electronics-intensive production place
the economy at the forefront of the global supply chain. Due to weakening
external demand, Taiwan's exports dropped through the first two quarters of
2012, down -4.0% yoy in Q1 and -54% yoy in Q2, resulting in slowing
production. PMI fell back to within the contraction zone (below 50) in June, at
492 We expect export orders to remain sluggish in June, mainly due to
weakening orders from the EU and, increasingly, weaker imports in China.

Calendar Events

South Korea - 7-Day Repo Rate, July 12 Current Consensus New
We expected the benchmark rate to remain unchanged 325% 325% 3.00%
Japan - BOJ Target Rate, July 12 Current Consensus New
We expected the benchmark rate to remain unchanged 0.10% 0.10% 0.10%
Indonesia - Bank Indonesia Reference Rate, July 12 Current Consensus New

We expected the benchmark rate to remain unchanged 5.75% 5.75% 5.75%



Markets Data

STOCK MARKETS

FOREIGN EXCHANGE MARKETS

INTERBANK RATES

% change % change Yearto % change

INDEX Last price over a day over a week date over1Y
China - Shanghai Comp. 21859 00 1.7 -06 218
Hong Kong - Hang Seng 190926 04 36 36 129
Taiwan - Weighted 71043 -04 36 05 163
Japan - Nikkei 225 87241 00 33 32 124
Korea - Kospi 18129 15 24 -0.7 149
India - Sensex 30 172412 0. 16 1.6 -/3
Australia - SPX/ASX 200 40822 04 18 06 96
Singapore - Strait Times 29956 08 06 13.2 30
Indonesia - Jakarta Comp 40197 09 -09 52 10
Thailand - SET 12109 15 09 181 124
Malaysia - KLCI 16264 0] 04 6.2 29
Philippines - Manila Comp. 52145 02 -28 193 184
Last update: today, 1745 Hong Kong time

% change % change Forward Forward

CURRENCY Spot over a day over a week 3-month 12-month
China (CNY/USD) 6.38 -0.09 -0.23 6.36 642
Hong Kong (HKD/USD) 776 0.01 -003 775 775
Taiwan (TWD/USD) 300 0.02 -034 2995 2967
Japan (JPY/USD) 7925 0.08 052 7916 7877
Korea (KRW/USD) 1150 0.0 -1.06 1156 1166
India (INR/USD) ba 3 114 0.29 56.21 5844
Australia (USD/AUD) 102 034 -0.39 099 1.01
Singapore (SGD/USD) 127 013 035 127 126
Indonesia (IDR/USD) 9448 0.00 -046 9575 9975
Thailand (THB/USD) 37 047 028 3183 3221
Malaysia (MYR/USD) 319 013 036 320 323
Philippines (PHP/USD) 420 029 025 4209 4241
Last update: today, 17.45 Hong Kong time.

net change netchange netchange
INDEX Rate over aday over a week over a month
China (SHIBOR/7D) 533 014 -0.09 0.63
Hong Kong (HIBOR/1W) 015 0.00 0.00 0.02
Taiwan (TAIBOR/TW) 067 0.00 0.00 0.00
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 313 020 -021 -0.23
India (MIBOR/7D) 334 015 -039 015
Singapore (SIBOR/TW) 025 0.00 0.00 -0.06
Indonesia UIBOR/TW) 417 0.00 0.02 0.07
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 288 0.06 -0.25 -056

Last update: today, 17.45 Hong Kong time
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